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RE: Lenders Single Interest Insurance Paid by Banks & Possible
Discrimination Claim

Dear . . -

Please excuse the delay in responding to your inguiry
concerning the manner in which a bank may charge for Lenders
Single Interest Insurance. The guestion you posed is essenti-
ally concerned with whether the following two alternative met-
hods of a bank's paying the insurance would constitute discrimi-
nation: -

A. If the bank insures all financial instru-
ments, both direct and indirect, and passes
the cost back to the customers in all cases
except the contracts purchased from the one
dealer, will they be discriminatory?

B. 1If the bank insures all financial instru-
ments both direct and indirect, passing the
cost back to the customers on all contracts
except those purchased from the one dealer,
and in that case, pays the $7.50 cost per con-
tract and considers it an expense, will the
situation constitute discrimination?

Before a creditor is liable for discrimination under

tbe Iowa Consumer Credit Code § 537.3311 or under the Iowa Civil
Rights statute (§ 601A.10), the difference in terms imposed on
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some consumers must be applied to consumers of:

Similar economic background because of the
age, c¢olor, creed, national origin, politi-
cal affiliation, race, religion, sex, mari-’
tal status or disability of the consumer,
or because the consumer receives public
assistance, social security benefits, pen-
sion benefits or the like, or because of
the exercise by the consumer of rights pur-
suant to this chapter or other provisions
of the: law.

§ 537 3311 The Code, l983

As you present the methods Wthh may be used by the
bank, so long as the only basis for the distinction between the
methods is the refusal of one contract dealer to have customers

pay the insurance costs, there would appear to be no grounds for
a discrimination claim. -

The bank would, of course, have to adequately disclose
the charge so long as it was a cost of credit to the consumer.

I hope this information answers your inquiry. Please

be advised that this response is informal advice only and is

neither a formal opinion of the attorney general nor a rullng by
.the ICCC Administrator.

Sincerely,
— )
,;?vﬁdﬁL. /(:.52?“1&16

LINDA THOMAS LOWE
Assistant Attorney General
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Enclosure: § 537.3311, The Code
§ 601Aa.12, The Code



